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A Query And Reply About F 








NEW 


YORK. CHITTY 


\re not the expectation, and hopes, ex 


pressed hy many peopl or = goods’ buy 


ing “splurge” after the war ends failing 


to weigh some of the serious eflects such 


a movement would have. I am not think 


ing about) prices being bid upward 


toward inflationary levels in) connection 


with this query as much as about the con 


sequences of a possible heavy liquidation 


of War Bonds in order to raise cash for 
making purchases. Should the Treasury 
be called upon to convert, say, $10,000, 


000,000 of War Bonds of the popular st 
ries in a hurry, either of these results 
might accrue: (1) the Treasury would 


have to borrow heavily at the banks, or 


(2) a very large item might have to be 


retained in the Federal tax bill upon cor 


porauions and individuals. \ More Or 


derly process In the exchange ol SaVINYS 


and investments for merchandise would, 


[ think, be preferable, with benefit to th 


| 


general economy and of comfort to hold 


ers ol corporate SCCUTITICS,. An orderly, 


W } j ‘ 
Well-pl inned changeover Of factories trom 
Wal to PCace 


products would ly MOre 


beneficial Lo! employment in the long run 


1 
than ae hasty, 


under pressure, 


poorly-planned transition 


ROCHESTER, N. *. 


In one of Tue Execnance’s articles re 


cently it was noted 


| “ ' 
that capital can b 
| ] toch 1; Vy , h 
placed 1N StocKS tO produce tWice as much 
‘ ‘ ‘ ap aS 
ncome as trom the best bonds. Chis 1S, 
of course, true, for a 2 per cent vield on 
I 
, , , ‘ 
) ont bond Ss 1 4 per cent return 


on a stock whose dividends amount to 


that much. But it strikes me that such a 
comparison between bonds and. stocks is 
hardly tair or reasonable. There are many 
good bonds returning 3 to > per cent. | 
think the article's comparison gave ‘com 
mon stocks too much the better of it. 
L.'s: 


AUGUSTA, GA. 


Over a period, there seems to be a 


relationship between going money rates 


and the return which = stable dividend 


paying common stocks make on capital 
invested in them. You would expect that 
condition to apply to bonds “money = s¢ 


curities’—but I have never understood 


why stock yields should be controlled in 
any degree by the rental value of credit. 
Risk capital in the form of common 
stocks should give the investor or trader 
Still, the 


record appears to speak for itself: in the 


1 considerably higher return. 


booming 1920’s money at 6 per cent was 


the accepted thing, and stock vields up to 


OF 7 per cent were not extravagant: 


now, as in the 1930's, 2 to 3 per cent 


money and 3!, to 4!4 per cent through 


the dividends on common stock of good 


rating are ordinary results. 


S. D:D. 


PROVIDENCE, H. i. 


Please discontinue sending your maga- 


ine to me. | don't Want any member ol 


my family or friends to learn that U. S. 


a low of 46%4 in 


Steel, with 1936 and a 


rise in 1937 to 126'4 scored change of 


a 
consider such figures dan 


17 per cent. I 





_— Letters to the editor, in whole or in part, are presented here as a contribution to current 
discussion of investment, economic and general financial subjects of public interest. 


gerous and unreliable and likely to cause 
The market 


even keep even with, let alone having to 


trouble. is hard enough to 


contend with such percentages as you 
present in the April copy. 
b. b..k 

EDITOR'S NOTE: THE EXCHANGE is sorry 
indeed to lose Mr. B. L. R. as one of its sub- 
scribers, especially as he, in scanning a table 
of statistics in the March issue (not the April 
number) was misled by a somewhat awkward 
arrangement of price-percentage changes. The 
rise from the 1936 low of U. S. Steel to the 
high of 1937 was correct, as stated . . . not 
{7 per cent but 173 per cent. As consolation 
in part for Mr. B. L. R.’s notice of discon 
tinuance as a reader, we received this letter in 
the same mail: 


DETROIT, MICH. 
Enclosed are $5 for a five years’ sub 
scription for THe Excuancr. If, before 
the five years are up, you do not know 
what more to write about and use dit 
ferent words to say what has already been 
would be 


said, your price of $1 very 


cheap, at that. 


BOSTON, MASS. 
Oddly, not much seems to be said ot 
printed these days in. securities market 
quarters about hedges against possible in 
flation. Is it possible that persons who 
used fairly to rant about setting up sate 
guards have changed their tune? If so, it 
occurs to me that they had better sharpen 
their wits afresh; when, and if, the com 
ing of peace should bring an end to price 
controls, inflationary forces will rise. 


a on 
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Dividend Records in War and ina Past Recovery Year 


HE size of dividends on common 


stocks in war-time is controlled 
largely by corporate operating costs, 
Federal and State taxes, and the reserves 
from earnings which corporations seek 
to provide as they go along in order to 
cushion the ultimate return to peace- 
time production. 

Stockholders sit at the foot of the 
table the last to be served. 

Labor is served first. (A leading com- 
pany in war production shows in its 
1943 statement that approximately 35 
per cent of its more than $3,700,000,000 
net sales’ receipts was absorbed by its 
payroll.) Tax collectors receive a liberal 
helping. (Federal excess profits taxes 
alone were equivalent to 6.6 per cent 
of the sales receipts.) And such taxes 
are taken from earnings before reserves 
are set aside. (The reserves were equiva- 
lent to 3.2 per cent of the sales receipts.) 

Dividends paid on the company’s 
common stock in 1943 amounted to 
2.3 per cent of the receipts for products 
manufactured and sold. 

The foregoing percentages reveal re- 
lationships among several of the more 
prominent claimants to a corporation’s 
earnings, but stockholders were not, in 
this anonymous illustration, fed on skim 
milk. To each holder of common stock 
went $2 in dividends and the yield on 
invested money ranged between 3! per 


cent and nearly 5 per cent, dependent 


upon prices paid throughout the year. 
Gathering strength through the inter- 
val between 1939 and 1942, inclusive, 
as industry geared itself for the tremen- 
dous war effort, the great majority of 
industrial common stocks listed on the 
New York Stock Exchange paid divi- 
dends last year, as most of them have 


continued to do into the current year. 


Stable Dividend Flow 


The record indicates, in fact, that the 
flow of dividends has been sufficiently 
stable to cause statistics like those cited 
te be by-passed entirely by many inves- 
tors. A far broader picture of dividends 
than is comprised in Stock Exchange 
listings is to be found in a chart on 
page 15 of this issue of Tue Excuance. 
In it, also, is contained evidence that 
the reserves and investments made pos- 
sible by corporate earnings from 1939 
to 1943, inclusive, are providing many 
companies with significant sinews for 
the task of reconversion and the pro- 
motion of normal business when peace 
comes. 

With peace, an entirely new set of 
conditions; with peace, however, the 
tax collector will still have to be reck- 
oned with, large payrolls met if ordinary 
business is to be conducted on an ac- 
tive basis; with peace, an expectation 
among investors of larger dividends to 


accompany a fresh flourishing of the 


American system of free enterprise. 

Upon what grounds may such an ex- 
pectation be based? Does precedent in- 
dicate that the expectation would be 
based soundly ? 

Before examining precedents, it seems 
worth while to look at a stock market 
cross-section to see what the size of 
dividends is and the going yields to be 
derived from common stocks in war- 
time. Such a cross-section of listed stocks 
should not be hand-picked, with the 
thought of scrutinizing only “quality”. 
issues, which have become sufficiently 
seasoned to bear an investment stamp 
in the estimation of advisory counsel; 
or others upon which research has set 
a halo of growth potentials, with cash 
dividend capabilities subordinated to 
possibilities for capital enlargement; or 
still others of corporations so old and 
tested that special conservatism has be- 


come attached to them. 


A General List 


Rather, a run-of-the-mill roster of 
stocks would depict current market 
characteristics more completely than 
would any selected group; and any 
grouping would, to be representative, 
have to contain stocks of both long and 
comparatively short histories. Among 
the younger corporations of today cer- 
tainly exist those which 30 or 40 or 50 


(continued on page 16) 





Post-War 


eee post-war — planning 

for industry is going forward ac- 
tively, under the direction of econ- 
omists, employers, agencies of govern- 
ment and labor leaders, comparatively 
little attention has been devoted pub- 
licly to the prospects which peace would 
hold forth to the capital markets and 
the men engaged in them. As a con- 
tribution to discussion of a subject of 
much importance to the thousands of 
former members of the financial com- 
munity who are in the armed services, 
the following letter to Emil Schram, 
President of the New York Stock 
Exchange, is here presented, together 
with the reply: 

April 23, 1944. 

My dear Mr. Schram: 

Spending most of my time outside 
the Continental United States does not 
keep me too well informed on what is 
going on in Wall Street. I receive 
THe Excuance Magazine, but since 

Written more 
tor the investor and non-Wall St. 
worker (that is my impression), I’d 
like to know just what the Stock 
Exchange is doing to prepare for the 
post-war era and what position it 


that publication — is 


hopes to take in assisting in the estab- 
lishment of a sound economic future. 

1 often wonder whether to come 
back to the “Street” or not. True, I 
have an investment in a New York 
Stock Exchange membership, but as I 
left to join the armed services at a time 
when things were pretty lean, I still 
haveasourtasteinmy mouth. That feel- 
ing must prevail amongst others also, 
both those who have a capital invest- 
ment and those who do not. Assuming 
that a period of prosperity will prevail 
at some point after hostilities are con- 
cluded, other fields of business offer 
promising opportunities. So, my ques- 
tion is, “Why should I come back to 
Wall Street?” 

My intentions in asking that ques- 


tion are pertectly honorable. I do not 
desire to put you on the spot or to bait 
you. No doubt you and your associates 


A Query About the Finance Industry’s 
Prospects and a Reply 


have given considerable thought and 
many sleepless nights to exhaustive 
research and profound thought on 
where and how the Stock Exchange 
will enter the post-war financial 
world, Perhaps you will share your 
thinking with those of us who are 
temporarily absent and who do not 
have access to daily newspapers. 

I frankly admit that I need a shot 
ot confidence in the arm, so to speak. 
You took office shortly after I entered 
the Navy and how much of the decay 
which once existed has been elimi- 
nated or effectively neutralized by 
your efforts, I, of course, have no way 
of judging. I sincerely hope you are 
meeting with success in that direc- 
tion. Your superb job in Exchange 
public relations is widely known, | 
am happy to state. 


A Broad Picture Asked 


Through some medium | hope you 
will publish to us your thoughts on 
the future. We do not expect too 
specific panaceas or plans, but just 
the extent and general form of your 
ideas. Perhaps this letter could be 
rewritten, dressed up in better words 
as a communication from “someone in 
the armed forces” with an_ official 
reply from you, like the “letter to the 
editor” scheme of our newspapers. 
However you do it, Wall Street 
representatives in the armed _ forces 
would be very interested and ex- 
tremely grateful for any information 
you will pass along. 

Most sincerely yours, 
(Signed) J. A. H. 


Lt. C’md’r.—USNR. 


May 1, 1944 
Dear Commander: 
* * * You, of course, are correct 
in your assumption that a great deal 
of thought is being given to the prob- 
lems of the post-war period and the 
opportunities for private enterprise, 
on a world-wide scale, which will be 
presented. We have initiated various 
studies of such matters as the listing 
of foreign securities, the resumption 
ot business abroad by our member 
tirms, the post-war improvement of 
our own facilities and related prob- 









lems. We have also been meeting 
with bankers and others, including 
Government representatives, on meth- 
ods of organizing the private financial 
machinery for maximum usefulness in 
the post-war rehabilitation — period. 
You may be interested in a talk which 
I made today before the Bond Club 
and a copy of which I am enclosing. 

Personally, to answer your specific 
question, I think the opportunities in 
Wall Street for constructive accom- 
plishments will be greater than they 
have ever been. 
Thank you for writing to me. 

Sincerely yours, 
(Signed) Emir Scuram. 

These excerpts from the address by 
Mr. Schram at a luncheon of the Bond 
Club of New York on May 1 particu- 
larize his reply to the Lieutenant-Com- 
mander, dealing with certain post-war 


needs and the logical results: 


* * * “Our long-term capital markets 
must be opened up. We must revive 
venture capital. As we all know, it was 
the pioneer spirit of the past, coupled 
with risk capital, that made this coun- 
try great. In the attainment of basic ob- 
jectives—the free flow of risk capital, 
expansion of peace-time production 
and full employment—Congress should 
provide now for the elimination, di- 
rectly when the war is over, of the ex- 
cess profits tax and of the double taxa- 
tion of corporate income. And, as part 
of this program, Congress should have 
available a pre-determined schedule of 
capital gains taxes which would defi- 
nitely encourage broad private invest- 
ment in business enterprise. 

“Congress is already giving thought- 
ful attention to such readjustment in 
our tax structure as give a maximum 
stimulus to private incentive while at 


(continued on page 15) 









F Generesicpinns the rubber com- 
panies’ equities are popularly re- 
garded as “tire stocks,” the facts remain 
that products other than motor car 
tires and tubes contributed 43 per cent 
of the industry’s sales in pre-war years 
and probably carried a higher profit 
margin than the basic tire business. 
While it is true that the industry's pros- 
perity is primarily dependent on tire 
division operating results, there con- 
versely is no question but that secular 
sales growth is related to the demand 
for miscellaneous rubber products. In 
other words, the only markets the in- 
dustry can create by developing new 
products—and_ finding wider applica- 
tions for existing products—is in non- 
tire lines. 
This 


before the war, as is indicated by the 


the rubber manufacturers did 
facts that: 

1) Mechanical rubber goods—such as 
conveyor, and transmission belting, air, 
water and other hose, etc—contributed 
21.2 per cent of the industry’s sales in 


the last three peace years against 9.5 per 
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Recapping tire (up- 
per, left). Molding 
new covers on used 
golf balls (right). 
Finished chemigum, q 
synthetic rubber! 
(below). 


All other 


miscellaneous rubber products except 


cent from 1927 to 1929; 2) 
footwear—i.e., druggists’ sundries, rub- 
berized fabrics, etc—increased in rela- 
tive importance from 11.9 per cent of 


the total market to 14.6 per cent. 


In all probability this growth trend 






























































PHOTOS FROM FREDERI(C LEWIS 





will continue when peace returns, aside 
from the likelihood that the industry's 
wartime experience will encourage fur- 
ther diversification of products. For one 
thing, a tremendous market is envisaged 
for sponge rubber—4 per cent of 1941 
non-tire sales—and for such special prod- 
ucts as Goodrich’s “Koroseal” and Good- 
year’s “Pliofilm.” Secondly, with syn- 
thetic as much a new plastic as it 1s a 
substitute for natural rubber, many new 
products and applications will be de 
veloped, thus broadening the industry's 
over-all sales field. 

In addition to the foregoing, post-war 
sales of non-tire products should enjoy 
an automatic “lift” from the large de- 
ferred demand accumulated in recent 


years, industry's reconversion to a peace- 








time operating basis and the rehabilita- 
tion of war areas and industrialization 
of certain countries. 

By the end of 1944, the nation’s 25>" 
500,000 car owners will have gone three 
vears with only about one-third of their 
normal tire replacement. As a_ result, 
even if allowance is made for retreading, 
each car is likely to require a complete 
new set of tires in the first few post-war 
vears. Supplementing this deferred de- 
mand for 102,000,000 passenger car tires, 
there appears to be a backlog of some 
9,000,000 truck and bus tires—two for 
each of the 4,500,000 trucks and buses 
now in operation. Equally important, 
if 12,500,000 new cars and trucks are 
produced in the first three years after 
the war—a conservative appraisal which 
allows for reconversion delays—there 
will be an original equipment demand 


tor 62,500,000 tires. 


Large Tire Potential 


In addition to the foregoing, a mis- 
cellaneous demand for at least another 
22,500,000 tires is anticipated inasmuch 
as: (1) Exports, which average 1,400,000 
units from to reach a 


1939 1941, may 


2,000,000 unit annual average in the 
early post-war years; (2) the farm equip- 
ment industry, another beneficiary of 
deferred demand, should account for 
several years sales at the 2,100,000 level 
of 1941; (3) The industry and its dis- 
tributors will have to restock in amount 
of at least 5,000,000 casings, and there 
should be a like volume for military use. 


In contrast to this potential market— 


On paper at least—tor some 200,000,000 


tires, the rubber manufacturers produced 
only 61,500,000 casings in 1941, the peak 
year of the past decade, Naturally, there 
are potential offsets to this implication 
that the tire plants May operate at Ca- 
pacity for three years. As cases in point: 
(a) The number of cars now on the 
road probably will be reduced by the 
time war ends; (b) several million auto- 
mobiles may be candidates for the scrap 
(c) a 


$75,000,000 industry-financed plant ex 


market rather than new tires: 


pansion and reconversion program 


now is under way. 


Tire Prospect 


But the increased facilities will be 
largely used to make heavy duty mili- 
tary tires and, bearing in mind that the 
conversion to war work reduced pre- 
war tire making capacity, even the net 
increase in production ability over the 
1941 level will be relatively small. Thus, 
the tire division of the industry has the 
promise of peak operations when peace 
returns to this troubled world. 

If synthetic is here to stay, and there 
are reasons to believe that it is, two 
important advantages will accrue to 
the rubber company shareholder: (1) 
With the principal raw material origi- 
nating within this country rather than 
the Far East, it no longer will be neces- 
sary to tie up huge sums in inventories; 
(2) the existence of a man-made com- 
modity at a stable price should eliminate 
the inventory losses which plagued op- 


erations in past years. 





But notwithstanding the tremendous 
technological achievement evidenced by 
our newly acquired raw material self- 
suthiciency, skepticism still exists that the 
rubber companies will be judged on 
their manufacturing ability—and not in 
the light of commodity price changes. 
On argu 


ments offered to the effect that synthetic 


examination, however, the 


is merely a wartime substitute appear 
to disregard the constructive considera 
tions. 

As a case in point, the fact that syn- 
thetic is more difficult to process than 
natural rubber overlooks the points that 
ix took thirty years to develop the com- 
pounding techniques now used _ for 
crude rubber; that our synthetic “know 
how” is improving rapidly, as witness 
a better tire than was thought likely a 
year ago; and that the longer the war 
with Japan lasts, therefore, the more 
likely we are to have a competitively 
satisfactory product. Similarly, the pessi- 


mists who compare present synthetic 


? 


production costs with 1931-33 


extreme 
prices for natural rubber may not ap- 
preciate the facts that not many of the 
natural rubber plantations can be oper- 
ated profitably at depression low prices; 
the average 1934-41 price of natural rub- 
ber was about 17¢ a lb., whereas, it is 
estimated that Buna S (the tire syn- 
thetic) can be produced at 11¢-12¢ a 
Ib. after the war. 

True, potential synthetic and natural 
rubber production capacity is far in ex- 
cess of previous world consumption. 


(continued on page 14) 





Postwar Adjust. 
Potential * 1941+ 
Firestone Tire $7.29 $6.17 
B. F. Goodrich 9.57 8.55 
Goodyear Tire. 8.85 7.85 
U.S. Rubber 6.80 5.97 





Estimate of Per-Common-Share Earnings Shaped By Certain Assumptions 


Actual Cont. Res. Actual Contr. Res. 
19414 1941 1942+ 1942 
$4.37 $3.43 $5.04 $2.33 

5.02 4.60 5.73 0.28 
4.68 3.40 5.46 3.89 
4.86 0.81 1.82 8.9] 


*If sales are 10% higher than 1941; see text; { Assuming 50% tax rate and no reserves; After reserve shown separately; ¢Before renegotiation; 
x After deducting debt, preferred stock and minority interest; dPer share /ack of quick assets necessary to cover senior issues. 


Net Wkg. Cap. 


Actual Cont. Res. Per Sh. Com. x 

19434 1943¢ 1943 1937 

$6.40 $1.54 $8.17 $7.23d 
7.31 3.07 7.07 19.97d 
8.94 2.43 16.59 13.89d 
5.09 0.71 6.62 33.28d 
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AILROAD transportation, more 

and more, has come to be recog- 
nized as an integral, indispensable part 
of the war effort. The carriers’ ability to 
handle 42,414,000 loaded freight cars 
and 884,654,000 passengers in 1943, com- 
pared with 36,358,000 and 453,893,000, 
respectively, in 1940, is indeed a tribute 
to railroad management and a rugged 
establishment. 

What of the future? While there has 
been general acclaim of the railroads’ 
efhciency, there remains much skepti- 
cism of their position in the post-war 
period. With the national income no 
longer around $150,000,000,000, and 
with greater competition with which to 
contend, to what extent may railroad 
operations be expected to decline * 

It is this observer’s belief that  rail- 
road management has learned so much 
and has prepared so well, that it will be 
better able than ever before to with- 
stand a recession in business, with a 
minimum of apprehension that interest 
charges might not be earned during a 
recession. 

First, a brief account of some of the 
accomplishments of railroad manage- 


ment. The operating ratio of Class I 


carriers in 1937 was 74.87 per cent. In 
that year total railway operating reve- 
nues were $4,166,068,602. The next year, 
one of recession, the ratio had risen to 
76.35 per cent, with revenues down to 
$3,505.490,753- In 1943 operating reve- 
nues rose to the tremendous sum of 
$9,054,724,379, with the operating ratio 
at the surprising figure of 62.40 per 


cent, 
Not Result of Chance 


This didn’t just happen. It was the 
result of years of research and planning. 
No less an authority than Mr. Fred G. 
Gurley, Vice-President of the Atchison, 
Topeka & Santa Fe, in a recent address 
before the Pacific Railway Club, stated 
that the carriers’ ability to meet the 
peak of war demands was due to the 
large sums spent for improvements and 
research over the past 20 years. For ex- 
ample, he pointed out that, in 1938, of 
all tonnage hauled by locomotives of 
Class I railroads, only 40 per cent of the 
total represented the weight of the con- 
tents of the cars. In 1943 this percentage 


had risen to 47 per cent. 





FREDERIC LEWIS 


The speed of freight trains has been 
increased. Greater loads are hauled 
with less consumption of fuel. No 
longer are freight trains almost invaria- 
bly run loaded one way and empty the 
other. These changes have contributed 
enormously to a reduction in the oper- 
ating ratio. The great expansion in 
wartime traffic has created an increase 
in the use of telephone and telegraph 
communication on the railroads. This 
need was met in 1943 by utilizing ex- 
isting facilities more extensively and by 
the addition of new circuits and appa- 
ratus as fast as the essential materials 
could be obtained. The prospect? 
Quicker tracing and speeding of freight 
cars in the post-war. 

The railroads, with their committee 
for the study of transportation, ‘have 
been inquiring exhaustively into every 
phase of the situation. One branch of 
the Committee is delving into all phases 
of the economic situation which will 
face the carriers when the war ends. 
Besides this, practically every railroad is 
carrying on its own research in its own 


territory. 









One of the mest important contribu 


wions tow ard 


safeguarding the — rail- 
roads’ future is the continued reduction 
of funded debt and the consequent low 
ering of fixed charges. What a contrast 
to the policies of a comparatively few 
years ago, when the payment of divi- 
dends appeared to have first call after 
charges and taxes! The fixed charges in 
1938 were $651,611,000. At the end ot 
1943 they had been reduced to $596, 
874,000, which reduction, capitalized at 
4 per cent, would mean a fall of debt 


principal of $1,368,425,000. 


Plans Filed 


New plans for reorganization have 
been filed for many railroads which fell 
into difhculties during the 1930's. In 
every case, fixed charges are to be re- 
duced materially—to such an extent, in 
fact. that a worse operating year than 
1938 would have to eventuate before 
there would be any doubt of these rail- 
roads’ ability to cover all fixed charges. 

The following 9 railroads, now in re- 
ceivership, but with reorganizations 
well on the way to completion, com- 
prise 47,376 miles of road. A compari- 
son of present annual fixed charges 
with those proposed under reorgani 
zation plans is presented in the table 
at top of this page. 

These are but a few of the many con- 
tributions toward placing the — rail 
roads in a securer position in which to 
cope with the uncertainties of the post- 
War era. 

No one expects the enormous volume 
of railroad trathe such as now prevails 
to continue when hostilities have 
ceased. Furthermore, railroad manage- 
ment is well aware of the increase in 
The 


Panama Canal will be reopened: coast- 


competition which will occur. 
Wise steamers will again operate—prob- 
ably to a greater extent than ever be- 
fore, Restrictions on bus and truck op 
erations will be removed: air lines will 


increase in both numbers and efhiciency; 


Trend of Reorganization Fixed Charges 


Chicago, Milwaukee & St. Paul 
Chicago & Northwestern 
Chicago, Rock Island & Pacific 
Denver & Rio Grande Western 
Missouri Pacific 


New York, New Haven & Hartford 


St. Louis & San Francisco 
Seaboard 
Western 


Airline 
Pacific 


Present Proposed 
$ 13,909,000 $ 3,481,000 
16,440,000 4,146,000 
13,763,000 1,942,000 
6,292,000 1,694,000 
24,770,000 7,289,000 
17,411,000 6,234,000 


12,629,000 
9569,000 
3,684,000 


3,001,000 
1,746,000 
454.000 


$29,987 000 





$118,467,000 





and the transportation of oil by pipe 
lines will, no doubt, show greater ac- 
tivity. However, constant research, in 
preparation for the post-war years, has 
by no means been confined to these 
forms of transportation, 

It is a fact that the railroads do not 
create business. They can merely offer 
efficient service when called upon to do 
so. Therefore, they are dependent en 
tirely upon business activity. When the 


war a close, will industrial 


comes to 
production fall precipitately, thus caus 
ing a severe contraction in the railroad 
operations? Or will there be merely a 
halt the 


line and then perhaps, a reversal of the 


temporary somewhere down 
trend, with a resumption of the forward 


movement? 


After Conflict Ends 


We are fighting two wars. It is not 
likely that both will end at the same 
time. The end of one will cause a reces 
sion of some sort, without doubt. How- 
ever, the opportunity should exist at 
this point to start to satisfy the pent up 
demand for civilian goods. In_ other 
words, while still producing war ma- 
terials, should not this transition have a 
decided stabilizing effect? 

The Cleveland Trust Company in a 
recent “Business Bulletin” draws a par- 
allel between national income and ex- 
penditures for transportation furnished 
by common carriers of all kinds, em- 


bracing railroads, buses, trucks, urban 


transportation, airplanes, etc. National 
income and transportation outlays dur- 
ing the past 15-year period ran closely 
together. They were furthest apart in 
the depression year 1933. 

The relationship of rail revenues to 
nauional income is here presented for 
a period of years: 

Rail Gross of 
National Operating National 


Income Revenues Income 


(In billions of dollars) 


1929 83.4 6.3 75 
1930 69.0 5.3 yay; 
193] 34.3 4.2 ye 
193? 40.0 52 8.0 
1933 42.5 a Fie. 
1934 50.3 $3 6.6 
1935 35.8 3.4 6.1 
1936 65.1 4.] 6.3 
1937 71.4 4.2 5.9 
1938 64.4 3.6 53.6 
1939 70.8 4.0 53.7 
1940 77.8 4.3 phe 
194] 95.6 5.3 55 
1942 119.8 io 6.3 
1943 142.5 9.0) 6.3 
(The average for the years 1935-1939 is 


taken as 100.) 


The Trust Company further remarks 
that “if this relationship is maintained 
in the post-war period, and if national 
income is paid out in the large amounts 
now generally expected, the money in- 
come of the carriers will be definitely 
higher than they were in the pre-war 
years. This would be especially advan- 
tageous to the railroads because their 


incomes would be larger in relation 


(continued on page 10) 


1943 Net Income of 722 Listed Companies 
Up 1.6 Per Cent After Certain Allowances 
For Contract Renegotiation 


N considering the statistics of the 

tabulation on this page, it is to be 
noted that the companies of the several 
groups have, in many cases, made pro- 
vision for the renegotiation of contracts 
in advance of final action in the matter. 
They have set aside a reserve based on 
their experience in 1942 renegotiations. 
The net income figures are after all re- 
serves have been accounted for. 

The adjustments are, of course, sub- 
ject to later revision when renegotiation 
steps have actually been taken. Never- 
theless, the procedure followed in the 
accompanying table is expected to ap- 
proximate final figures to be arrived at 
by the companies. Of 833 corporations 
with common stock listed on the New 
York Stock Exchange 722 are reported 
upon and of these 428 showed improve- 


ment in net over the 1942. 


Small Gain for Year 


The $3,794,709,000 of net income for 
1943 reveals a composite gain of 1.8 
per cent over 1942. 

A number of © significant group 
changes occurred last year. Whereas the 
railroads showed an increase of 74.5 
per cent in 1942 over 1941, enlarged tax 
imposts and higher costs without an 
offset in freight rate advances, brought 
ay.g per cent decline last year. The auto- 
motive roster’s gain of 3.5 per cent was 
less impressive, percentagewise, than ap- 
pears to be the case; in 1942 this group 
reported a drop of nearly Ig per cent 
from 1941 results, so that last year only 
a part of that set-back was made up. 


The amusement category of listed 


companies continued the progress which 
has been in evidence during most of 
the war period, gaining 10.5 per cent 
over 1942. In 1942 an improvement in 
net of 26.7 per cent over 1941 occurred. 
Last year’s upturn was made notable by 
reason of the fact that 1942 income con- 
tained large lump sum receipts from for- 
eign branches, earnings accumulated 
on Operations overseas. The huge vol- 
ume-production of aviation manufactur- 
ing companies, as well as more extensive 
patronage of air lines last year, were re- 


flected in a 20 per cent rise of net in- 


1943 NET INCOME OF 722 COMPANIES 
HAVING COMMON STOCK LISTED ON 
THE NEW YORK STOCK EXCHANGE 


—By Industrial Groups— 


Number Number 
Reporting Showing 


Industry To Date Net Income 
Amusement... . . II 1] 
Automotive . . . . . 56 56 
a 13 
Buildme ...... 2 21 
Business & Office Equip. 9 9 
Chemical. « 2s a « = O 61 
Electrical Equipment . 16 16 
Farm Machinery . . . 6 6 
Famemee- «<i « = « = ae 27 
Food Beles Wiles Paice ceisler a 16 
Garment Manufacturers 5 5 
Leather ie es ee 12 12 
Machinery & Metal . 73 72 
Mining Se echoes 36 35 
Paper & Publishing 25 25 
Petroleum : 34 34 
Railroad ae 54 53 
Retail Merchandising 52 51 
Rubber ee a 7 
Shipbuilding & Oper. 5 5 
Steel. Iron & Coke 37 36 
Textile a 22 22 
Tepeares. ss: ss 13 13 
All Publie Utilities 13 43 
U.s. Co.’s Oper. Abroad 13 12 
Foreign Companies 9 9 
Other Companies 14 14 
All Companies 722 7M 


come by this group. In the preceding 
vear a gain of 9.6 per cent over 1g41 was 
recorded. 

Construction companies signalled a 
decline in building operations connected 
with war production, and private opera- 
tions also, by declining 13.5 per cent; 
in 1942 the decline from 1941 was 17.7 
per cent. Numerous canvasses of post- 
war industrial prospects have noted that 
construction is expected to experience a 
marked upturn, and such percentages as 
the foregoing suggest that a deficiency 


(continued on page 14) 


No. Showing Group Net Income: Per Cent 
Improvement (Combined Change in 
(1943 vs. Incomes Minus Group Net Income 


1942) Combined Losses) (1943 vs. 1942) 
9 $ 63.223.000 +10.5% 
38 283.539.0000 + 3.5 
5 79.743.000 +20.0 
5 35.185.000 —13.5 
5 25.822.000 — 4.7 
16 317.660.000 + 6.8 
10 91.779.000 +10.8 
3 51.340.000 — 1.6 
14 67.610.000 + 6.7 
38 208.674.000 + 8.6 
0 4.589.000 — 8.0 
4 18.094.000 ie 
13 137.979.000 +10.5 
18 148.887.000 —10.2 
13 14.356.000 + $.8 
29 368.985.0000 19.5 
28 702.280.000 — 99 
38 177.475.000 + $.4 
rf 65.554.000 +38.2 
5 10.490.000 — 8.9 
9 191.284.000 — 7.7 
10 12.669.000 — 3.5 
6 70.538.000 — 14 
31 164.270.000 + 2.0 
5 13.698.000 —10.7 
3 67.501.000 — 7.6 
9 11.485.000 +29.0 
128 $3.79 4.709.000 1.8% 






























Records 


World War I 


ITH terrific air attacks prepar- 
ing the way for the final assault 


on Nazi Germany from East and West, 





a glance back seems timely . timely 
for investors who are seeking to meas- 
ure some phases of the industrial after- 
math of war. The action of stock mar- 
ket prices is often anticipatory of 
great economic changes. No change 
can well be greater for a nation than 


trom a war to a peace economy. 


of Final Allied Drive in 
Afford Material 


for Stock Market 
of Great Amphibious 


; 


Study on Eve 


Offensive 





When the investor contemplates the 
return to normal conditions, the en- 
largement of the industrial establish- 
ment as a product of war has to be 
taken into account. The matter of liquid 
capital in corporate treasuries is an item 
of importance. Questions involving 
peace-time taxation come forward for 
study and estimates. Looking forward, 
the possibility that the end of war in 


Europe and in Asia will be separated 


- AS THE PINCERS C 


by an interval, with a consequent im- 
pact upon the production of presently 
scarce peace goods, is a factor which in- 


vestors seek to visualize. 


A Dominant Element 


Over all, the hope that employment 
will be maintained on a large scale 
when war orders are completed natu- 
rally colors calculations of securities’ 
prices; for buying power to absorb the 
output of factories, if provided in great 
part by current consumer income, will 
have a distinct bearing upon the vol- 
ume of production and upon national 
taxation. Buying from income is, ob- 
viously, more favorable to a nation’s 
economy than would be the same vol- 
ume of goods bought by means of sav- 
ings or the conversion of War Bonds 
into cash. 

As to factory space— 

Facilities were enlarged substantially 
in 1916-18, due to foreign and domestic 
war orders, but not to an extent at all 


comparable with the $15,000,000,000 1n- 


CUSHING 
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vested in extra plants by the Govern- 
ment, and $4,500,000,000 by the cor- 
porations since war preparations began. 

After the first World War, the filling 
of backed-up demand for civilian mer- 
chandise averted, along with reconstruc- 
tion of war damage abroad, to cause 


brisk 


Following the present conflict, a simi- 


manufacturing for two years. 
lar demand is confidently expected, to 
an extent much greater than in the for- 
mer period of replacement and con- 
struction. Any estimate of the time 
element to be involved in the initial 
“post-war recovery” would be sheer 
conjecture, but precedent suggests that, 
sooner or later, the prices of securities 
will attempt to anticipate this expected 
situation, favorably or unfavorably. 
The accompanying table of stocks 
listed on the New York Stock Ex- 
change discloses the trend of represen- 
tative rail and industrial issues after the 
all-out attack upon the German army 
the final 


began in 1918. Preceding 


months of the war, as contemporary 


NAZI ASPIRATIONS 


news items and editorial comment in- 
dicate, considerable attention had been 
industrial and 


devoted by political 


leaders and economists to post-war 
planning, but with little of the breadth 
and skill applied to the same task this 


year. 


As to Taxation 


Many corporations had added to their 


working capital, although as subse- 
quent events showed, the railroads left 
much maintenance work to be done 
and paid for after the war. Internal 
revenue receipts at the United States 
Treasury, which included enlarged cor- 
porate taxes, soared from $80g,293,000 in 
the fiscal year of 1917 to $2,698.g00,000 
in 1918. About 25 per cent of the World 
War I was paid for during the war 
through taxation, 
36 per cent thus far in World War II. 
Considering the scope of World War II, 
the tax receipts of 1918 were propor- 
tionately not far out of line with the 


$22,143,000,000 imposts of 1943. 





against upward of 





Railroads 

Atchison, Top. & S. F.. 
Ches. & Ohio. . .. . 
a ee ee 
rena. Ms Me © « «= 6 «@ 
SS 
Union Pacific . . . . . 


Industrials 


American Can. ae ee he 
American C. & F. . . . 
American Smelt... . 
American Tobacco . . . 
SS. | er 
General Motors . . . . 
General Electric . . . . 
ee Oth « 6 se. C 
United Fruit... . . 
SS SS 


* Bid. 





ACTION OF COMMON STOCKS 
LATE IN WORLD WAR |! 


Low Sale Low Sale Net 
Price Price Change 
July 18, 18 Nov. 12, ’18 % 
85% 9714 +12%4 
561% 6034 + 4% 
*107% 117% +10 
43% 495% + 5% 
831% 10534 +21% 
121% 1344 +13% 
47% 4514 — 2 
8414 8514 + % 
77% 8914 4+11% 
*160 195 +35 
85 61% —2314 
1524 129% —22%% 
147 153% + 6% 
150 191 +41 
127 14314 +16! 
105 9914 — 534 


Significant Comparisons 

Of Two World Wars 

Secretary of War Newton D. 
Baker reported to the nation in 
July, 1g18, that 286 combat air- 
craft had 
American factories between the 
day when the United States en- 
tered World War I—April 6, 1917 
—and June 8, 1918, and that pro- 
duction had risen to 80 a week. 

. A recent official survey of 
produc tion of all types of planes 
for war purposes revealed the 
equivalent of about 2,200 a week. 

Secretary Baker announced that 
100 vessels had been Jaunched on 
July 4, 1918, including steel and 
wooden ships, and that 10,000,000 
tons of shipping was scheduled 
for the ensuing 12 months. 

.. + American ships are being 
turned out now at a rate in ex- 
cess of 20,000,000 tons annually. 

The Army in July, 1918, con- 
sisted of 2,010,000 men and 
160,400 ofhcers, and more than 
1,000,000 Were Overseas. 


been delivered by 


The goal of 8,200,000 men 
and officers for World War Il has 
been approached and = approxt- 
mately 11,000,000 are engaged in 
the various armed services. 

On July 18, 1918, the Allied at- 
tack began to gather a momentum 
which did not cease until Aus- 
tria, Turkey and Bulgaria top- 
pled over like houses of cards, 
and Germany obtained an armis- 
tice. 

Elapsed time from the turn of 
the war tide until the end was a 
week less than 4 months. 

















It might be noted in connection with 
expectations of lower taxes after Ger- 
many and Japan are defeated that the 
largest internal revenue receipts of 
World War I years and the years of 
early recovery, occurred in 1920 (fiscal 


year), with tax collections of $5,407, 


9 


Taxes, as measured by internal 
World 


War I came down to reaching distance 


50 000, 


revenue figures, never after 
of the receipts of 1917; the smallest an- 
nual total thereafter was $1,557.700,000 
in the poor business year of 1932. 
x hroughout the 1920'S, collections held 
up close to $ 3,000,000,000, on the aver- 
age, equalling about 56 per cent of 
those in the maximum year of 1920. 
On an equivalent basis, viewing the 
probability that Federal imposts from 
will around 


all sources amount to 


$41,000,000,000° in the current fiscal 
year, corporate and individual income 
taxes in early post-war years would be 
in the neighborhood of $20,000,000,000, 
a total predicted by some forecasters. 
Examination of World War I records 
shows that, when General Foch, as Su- 
preme Allied Commander, turned his 
forces to the attack in July, 1ot8, con- 
fidence in victory was less pronounced 
than it is among the Allied nations to- 
day. In March the Germans had thrust 


forward 


in a great drive for the Chan- 
nel ports. For weeks, the opposition 
was unable to stem the advance. When 
the German forces were stopped, a 
deep salient had been driven to the 
Marne River through the British and 
The 


were not vet in sufhcient force and de- 


French — opposition, Americans 
gree of training to contribute much to 


the detense until along in June. 


Problems to Meet 


In retrospect, against the background 


of 4 
wartare, it might seem that the culmi 


vears of slogging, bloody trench 


nation came speedily. It happened, how- 
ever, that the Allied forces had to battle 
with grave problems besides those mili- 
tary, and some of these seemed, at the 
time, to be postponing victory. Strikes 
broke out in England, the cabled news 
of the day estimating that 100,000 mu- 
nitions makers were striking in the Bir- 
mingham area in the last week of July. 


Even as late as October, 1018, German 





submarines were destroying Allied 
shipping at an alarming rate. 

On September 27, however, Bulgaria 
sought an armistice, Austria was as 
good as out of the war, Turkey's forces 
shortly were defeated. 

During September, too, the German 
leadership read correctly the  hand- 
writing being written by massed Al 
lied field guns and the narrowing of 
the salient, threatening capture of 
much of the army before it could re- 
treat behind the Hindenburg Line. The 
Kaiser importuned President Wilson, 
no less than three times for peace terms, 
through the good ofhces of Switzer- 
land; and, on November 11, the contest 
ended in Allied victory, so far as an 
armistice recorded victory. 


Some Stocks Rise 


As the table of listed stocks discloses, 
during the tense and uncertain interval 
of slow Allied pressure, narrowing the 
widest part of the great salient closest 


to Germany, a high percentage of 
stocks on the Stock Exchange gained 


War 


generally, but the rails came forward 


ground. issues receded, rather 
strongly; numerous industrials, whose 
prospects were closely tied to peace, 
were strong most of the time from July 
18 to Armistice Day. 

In examining the stock group, it is 
clear that a ground for comparative 
study, considering the situation as the 
amphibious invasion looms, has to make 
allowance for price levels as well as in- 
dustrial situations, then and now. The 
overworked railroads of 1918 were un- 
der Government operation; purchase 
of their shares presumably was condi- 
tioned to a degree to expectations that 
soon after the war ended, they would 
revert to their private owners. No com- 
parison of this character exists in 1944. 
Again, rail shares as a whole were sell- 
ing in 1918 on a basis reflective of sub- 
dividends, and 


stantial returns on 


credit and investments were ordinarily 





considerably higher than in the pres- 
ent period of controlled credit rates. 
The same influences prevailed among 
stocks of industrial companies; and in 
the intervening years since World War 
I was being fought to a successful out- 
come, stock split-ups and other meas- 
ures to recapitalize corporate growth 
have worked to lower per-share prices. 
This is to make no mention of changes 
of earning power, weighty taxes, ad- 
vances of invention, and other elements 
with influence on net earnings—all of 
which come under the heading of in- 
vestment analysis on the eve of crush- 
ing attacks upon Hitler’s Continental 


citadel. 


Rail Statistics Now 
Arouse Study 


(continued from page 6) 


to their debts than they were previously. 
Over the 15-year period the operating 
revenues of the common carriers were 
g.1 per cent as large as the national in- 
come.” 

For the past 15 years the gross oper- 
ating revenues of Class I railroads have 
averaged about 6.5 per cent of the na- 
tional income per annum, and for the 
past 7 years the average has been 5.8 
per cent. 

Following this pattern, which ap- 
pears to be an accurate guide, and esti- 
mating the national income at $86,700,- 
000,000, which is an average of the two 
years 1940 and 1941, we find the rail 
gross operating revenue at $5,000,000,- 
000, based upon the 7-year percentage 
average. The average rail gross for the 
above two years was $4,821,000,000. The 
average times fixed charges earned was 
1.50. This figure as previously stated, 
includes the fixed charges on all Class I 
roads in receivership, which charges 
were not paid. Therefore, because the 
prospective fixed and contingent debt 


(continued on page 14) 























THE 


MONARCH 


MACHINE TOOL 


COMPANY 


210,000 SHARES 


Common Stock. No Par 


TICKER SYMBOL: MON 





ie ing in Sidney, Ohio, in 
190g, The Monarch Machine Tool 
Company is one of the world’s largest 
producers of engine lathes and acces- 
sories, The company, as part of the war 
program, is also manufacturing sub- 
assemblies for Bofors anti-aircraft guns 
and auxiliary gear boxes for Rolls-Royce 
Merlin engines. 

Company engineers have pioneered 
many of the major improvements in 
lathes since World War I. These in- 
clude: (1) the adoption of helical gear- 
ing tor lathe headstocks, (2) automatic 
force-feed lubrication, (3) anti-friction 
bearing mountings for all rotating parts, 
(4) the development of a flame hard- 
ening process to eliminate wear and 
preserve accuracy of lathe bed surfaces, 
and (5) the development of “automatic 
sizing” to improve quality and reduce 


cost of lathe work. 


W orking Capital 
Monarch’s annual report for 1943 
showed a net working capital at the end 
of 1943 of $2,583,286 or 16 per cent over 
the corresponding figure of $2,227,382 


atter adjustment for 1942 renegotiation. 
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In the same period, the company’s net 
worth increased trom $3,675,651 to 
$3,850,299 or 4.8 per cent. 

Monarch’s net sales of $25,951,495 for 
1943 fell only g.6 per cent short of the 
all-time record high in 1942, compared 
with a decline of 10.6 per cent for 1943 
for the industry as a whole. 

Earnings per share for 1943, after 
providing for contingencies, amounted 
to $3.83 compared with $5.27 per share 
for 1942, on 210,000 shares of stock out- 
standing. Dividends were the same in 
1943 as in 1942, and amounted to $630,- 


OOO OF $3.00 per share. 


Forward March 


Monarch lathes were the first to 
abandon ordinary spur gears for heli- 
cal gears with larger and wider bear- 
ing surfaces. They were the first to use 
anti-friction bearings and automatic lu- 
brication pumps and were the first 
to have flame-hardened lathe beds and 
practically infallible electrical controls, 
which by the mere pressing of a button 
regulate the whole cycle of lathe oper- 
ation once the work is mounted. 

Monarch’s Shapemaster lathe is the 
latest addition to the company’s designs 


for metal-working turning machines, 








and has been primarily developed for 
the post-war period. It will have un- 
usual appeal to manufacturers in the 
helds of glass containers and glass flat- 
ware, plastics, punches and dies, pow- 
der metallurgy, mechanical rubber 
goods and die forgings; and, because of 
its improved characteristics, will also 
find a ready sale to war contractors for 
the remainder of the emergency pro- 
duction period. 

Customers have numbered more 
than 10,000 in approximately 20 princi- 
pal industries, including farm imple- 
ment, aircraft, automobile, elecirical ap- 
pliance, foundry, railroad and so on. 
Fifty sales outlets are employed. 

The company believes that, in the 
post-war battle of materials which will 
see an increased use of aluminum, other 
light metals, and_ plastics, machining 
operations at from 1,000 to 5,000 feet a 
minute may be in prospect. 

“It is the determination of Monarch 
management,” says President Wendell 
E. Whipp, “to make available in the 
post-war period new and improved 
lathes which, because they will produce 
more parts of a higher quality at a lower 
cost, should be in demand by users 


of even today’s best pre-war models.” 
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UNIVERSAL 
PICTURED 
COMPANY: IN¢ 
$7,300,009 


ent Sinking 
due 


Ae 


Fund De 1 
March 1. 


NIVERSAL PICTURES COM- 
PANY, INC., is one of the old- 
est companies in the motion picture 
Carl 
Laemmle, one of the pioneers in the 


business. It was founded by 


industry, in 1912, just a few years 


after the first “flickers” appeared on 
the screen. A majority interest in the 
company was acquired in 1936 by a 
group headed by J. Cheever Cowdin, 
investment banker, and moderniza- 
tion steps were taken to improve its 
competitive position. In the fiscal year 
1936 Universal Pictures did a_ gross 
business of little better than $17,400,000 
and had a net loss of over $1,800,000. 

A complete change was made in 1938 
in all operating divisions of the busi- 
ness, with N. J. Blumberg, as President, 
heading the operating divisions. The 
turned the corner in 


company 1939 


with a gross business of nearly $24,- 
000,000 and net earnings of $1,153,000. 
Last year the organization did a busi- 
ness of over $46,500,000 and showed 
a profit of $3,759,000, after Federal 
Taxes of $8,593,000. 


Universal's pictures are now shown 









































Universal studio scene 





12,000 of the 17,000 mo- 


tion picture theatres in this country 


in more than 


and Canada, the balance of them be- 
ing mostly competitive. The company 
has increased the number of theatres 
showing its pictures in the United 
States and Canada approximately 50 


per cent under the new management. 


Gain In Contracts 


Universal has also doubled the 


number of its contracts on a percent- 
age basis which is far more profitable 
than selling pictures on a flat rental. 
Indicative of this progress is the fact 


that the company has increased its 


share of the nation’s movie business 


=! 


from 5!3 per cent in 1937 to around 


It per cent currently. 


The company annually — produces 


making a moving picture. 


and releases more than 50 feature pic- 
tures, in addition to shorts, serials and 
Universal 


newsreels at its studios at 


City, California. Universal and _ its 
subsidiaries have approximately 4,000 
employees exclusive of employees of 
foreign units and extras engaged for 
particular pictures on a per diem basis. 
Some of the stars under contract to 
Universal Pictures and appearing in 
their pictures are Deanna Durbin, Ab- 
bott & Costello, Maria Montez, Don- 
ald O'Connor, Charles Boyer, Susanna 
Foster, Nigel Bruce, Olsen & John- 
son, ‘Ella Raines and Jon Hall. 

A long range program for develop- 
ing new stars is beginning to bring 
results. It is estimated that approxi- 


mately 75 per cent of Universal’s 


(continued on page 15) 
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HROUGHOUT the history of chem- 
istry, it has not been unusual for a 
product to be discovered by chance when 
experimenters were seeking something 
else. Nor has it been unusual among in- 
ventions for implements of great utility 
and investment worth to grow out of a 
man’s hobby. But the perfection of the 
telegraph 100 years ago this month consti- 
tuted something of a paradox in that it 
was invented by a successful portrait 
painter, an outstanding member of an 
artistic profession which popularly is sup- 
posed to live and think in an atmosphere 
quite remote from such earthy things as 
machines, capital investment and elements 
of science. 

The centenary of the telegraph, mem- 
orable of itself, constitutes a memorial also 
to all of the electrical means of communi- 
cation which followed in its train. The 
telephone, the radio, television, with the 
millions of dollars of securities issued in 
connection with their development, and 
the end of refinements of these facilities 
is not within sight! 


* * * 


Samuel F, B. Morse, the inventor of the 
telegraph, had his introduction to elec- 
tricity while a student at Yale University, 
1806 to 1810. After minor experiments, 
however, he pursued painting in America 
and England for more than 20 years be- 
fore returning to the subject which was 
to impart to him a double fame. In 1832, 
so the record goes, he received an insight 
into electro-magnetic possibilities through 
a chance conversation aboard a. sailing 
ship, coming from France. A Dr. Charles 
T. Jackson, of Boston, told him that elec- 
tricity had been made to travel for many 
miles over a wire almost instantaneously. 
The painter reasoned that, since current 
traveled, interruptions in its flow could be 
used as signals. 

That was the beginning of the Morse 
code, still in use after a century. 
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Figuratively, the painter tor years on 


end kept only a jump or two ahead of the 
sheriff because of financial trials, and it 
was not until 1835 that he was able to 
build his first telegraph instruments; and 
then only because quarters had been pro- 
vided for him at New York University 
where he had become Professor of the Lit- 
erature of Arts of Design. He knew little 


about instruments 


mechanics, but the 
worked, nevertheless. 
* 7 ~ 


In 1837, betore a group of friends, he 
transmitted signals around a 1,700 foot 
wire circuit. Alfred Vail of Morristown, 
N. J., a graduate of the university, thought 
enough of the idea to find a financial spon- 
sor—his father, Judge Stephen Vail, who 
advanced $2,000 and engaged machine 
shop facilities at the Speedwell Iron Works 
of that town. Three miles of wire were 
stretched around the foundry and on 
January 6, 1838, improved instruments 
were attached. 

The usual skepticism which something 
new produces was rampant for a time. 
Bankers told Judge Vail that he was chas- 
ing a will-o’-the-wisp. But messages went 
over the wire and the “insiders” pressed 
on despite unfavorable publicity imparted 
to the idea through published jokes about 
it and depressing cartoons. The science 
and arts committee of the Franklin Insti- 
tute, Philadelphia, endorsed the inven- 
tion, however, and shortly a demonstra- 
tion of it was made before President Van 
Buren and a group of Washington big- 
wigs over 10 miles of wire. 
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Congress would not yet offer monetary 
support. Morse went back to England for 
aid and was rebuffed because two Eng 
lishmen had built a magnetic needle tele 
graph, quite different from his. Then a 
public failed, but the 
painter persisted, and friends helped to 
finance a submarine cable from Battery 
Place to Governors Island, New York. 
Again disaster; a fishing boat, pulling up 
its anchor, broke the cable before it could 
be used, and an assembled crowd booed 
the inventor heartily. 

* * * 


demonstration 


Morse, the Vails, and other enthusiasts 
were not men who quit easily. Interces- 
sion with members of Congress brought 
favorable action in 1843, a bill providing 
$30,000 for a telegraph line between 
Washington and Baltimore being passed 
by the Senate a few minutes before its 
adjournment. Another president, Tyler, 
had come into office since the long strug- 
gle began, and he signed the bill. 

Ezra Cornell, later an important figure 
in the telegraph business and the founder 
of the university bearing his name, came 
into the picture at this point. He devel- 
oped a special plow to be drawn by 16 
oxen and cut a 20-inch trench in which it 
was planned to lav the wire. Louis Me- 
Lane, President of the Baltimore & Ohio 
Railroad Company, provided the right of 
way along railroad property, but after 10 
miles of wire had been put underground, 
it was found that defective insulation 
would not let electrical signals pass over 
the line. 


* * * 


Cornell, in a face-saving operation— 
the public was by now more than inter- 
ested in the work—smashed the plow 
through a designed accident. Steps were 
taken to build an overhead line. It was 
completed as far as Annapolis Junction by 
May 1, 1844, 22 miles from Washington. 
The Capital City was awaiting news of 
the Whig presidential convention in Bal- 

(continued on page 14) 
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Forward Look at Rubber Field 


(continued from page 4) 


But plantation production probably will 
be sharply below normal in coming 
years Whereas consumption is likely to 
be well above the pre-war level. As a 
result, it is quite possible that the imme- 
diate post-war question may be more 
one of raw material supply than de- 
mand. 

The foregoing is not meant to infer 
that synthetic will completely displace 
natural rubber; no such prospect is 
envisaged. Rather, the point at hand is 
simply that synthetic has an economi- 
cally justifiable place in the national 
economy—on its own merits and as a 
combination material. This being the 
case, an Important poruon of our present 
capacity is likely to be retained after 
the war, with resultant operating bene- 
fits to the industry, and higher price- 
times-earnings ratios to the rubber com 


pany shareholder. 


Earnings Possibilities 

On the basis of the foregoing analysis 
of the demand determinants, it would 
appear that the industry's dollar sales 
in the post-war years may be some 10 
per cent better than, or about the same, 
in 1941, when volume was partly in- 
lated by war. 

In an effort to measure what this sales 
prospect might mean to the rubber com- 
pany shareholder, the table on page 4 
New 


pre- 


of the 
York 


pared. Obviously, even an arithmetical 


main 
Stoc k 


companies on the 


Exchange has been 


projection requires certain basic as 


sumptions—in the present instance that: 
Large contingency reserves, a feature 
of recent years reports, no longer will 
be required; 
U. S. Income Taxes will not absorb 
more than 50 per cent of earnings; 
Each company will duplicate its 1941 
profit margin. It is this last point, of 
widest 


course, which leaves the room 


for error, inasmuch as no allowance is 
made for management progress (a bet- 
ter “know how”) or for the new prod- 
ucts which will be introduced; no 
recognition is given to the possibility 
that synthetic plants may be purchased, 
and operated at a profit; it is assumed 
that the cost of manufacturing a syn- 
thetic tire with rayon cord will be fur- 
ther reduced in coming months. 


But this calculation is intended solely 


as an indication of the post-war earnings 


potential, not as a definite forecast; it 
illustrates the point that earning power 
can and should remain at high levels 
despite a decline in sales from present 


war-boomed levels. 


The estimates of earnings included in the 
foregoing article are the author’s and are in- 
cluded for the sole purpose of supporting the 
economic argument and forecasts of the rubber 
industry's outlook. No suggestion for purchase 
or sale of the shares 1s intended. 


Small (Ex) Change 


(continued from page 13) 


timore. The younger Vail got the news ot 
Henry Clay’s nomination, and flashed it 
to Washington, the first news item “filed” 
up to that time. 

A natural boost for the new communt- 
cations method grew out of this chance 
The 


graphic expansion in a big way, and when 


success. newspapers went for tele- 

the Washington- Baltimore line — was 

opened formally, on May 24, 1844, the 

event was the leading news of the day. 
* * * 


Morse 
the Government for $100,000 but the pro 


offered to sell his invention to 
posal was refused on the ground that such 
a scientific toy would never become self 
supporting. Morse, Cornell and their as- 
sociates began selling stock to finance the 
system's expansion. New capital carried 
the telegraph line to New York City in 
1846. Groups of business men were soon 
licensed to construct connections to other 
cities, and by 1851 a company was formed 


in Rochester to extend facilities beyond 


New York State borders, heading for St. 
Louis. Money ran out, however, and the 
line stopped at Louisville, Ky., tempo 
rarily. By this time, though, some 50) li- 
censed concerns were operating local lines 
in various parts of the country, and the 
telegraph was on its way. 


1943 Net Income 
of 722 Companies 


(continued from page 7) 


of new structures has been in the mak 
ing for 2 years. 

The chemical field, like the automo- 
tive, counteracted a sharp 1942 drop of 


net earnings, 


é 


amounting to 19.2. per 
cent, by rising 6.8 per cent last year, 
counting in 61 of the 65 listed corpora- 
tions. Electrical equipment companies 
increased 10.8 per cent over 1942, also 
offsetting an indifferent showing in 
1942 when a decline of 20.7 per cent 
from 1g4t results occurred. 

Another group to reverse the trend of 
1942 was comprised in machinery and 
metal concerns, whose net advanced 
10.5 per cent against a recession of 21 


per cent in 1942. 


Rail Statistics 
Arouse Study 


(continued from page 10) 
of these receivership roads is far less 
than the fixed debt alone as now con- 
stituted, there should be little appre. 
hension that the contingent interest will 
not be met by a good margin. 

A great majority of those railroads 
which have had the unpleasant nomen- 
clature of “border line rails” may 
emerge from the war so much better 
financially that no longer will such a 
sigma be attached to them. For the 
railroads which were able to weather 
the distressing 1930's should certainly 
be able to stand up even better, should 
a depression eventuate, than they did a 


decade ago, 








Prospects of Finance 


Industry 
(continued from page 2) 


the same time making adequate provi- 
sion for the Government's fiscal re- 
quirements. 

* “We are at the threshold of 
great events. We may receive word at 
any moment that the long awaited as- 
sault upon Hitler’s fortress has begun. 
Unless our calculations badly miscarry, 
this news, when it comes, will signal 
the beginning of the greatest triumph 
vf political democracy and economic 
free enterprise since our country was 
founded upon those very principles. 

“We have been through a long and 
bitter period of psychological depres- 
sion induced by the spectacle of brute 
force running rampant in Europe and 
Asia. When we have put an end to that 
spectacle and have suddenly realized 
that the world is free again, we are 
bound to experience a tremendous ex- 
hilaration and a great upsurge of con- 
fidence in ourselves and in the future 
of our country. Of this we cannot have 


the slightest doubt.” 


Universal Pictures 
New Listing 


(continued from page 12) 


1943-44 picture program will be cast 
from its contract talent and that its 
1944-45 picture program will include 
a much larger percentage. 

The company customarily — does 
business in nearly every country of 
the world. However, despite the clos- 
ing of some of its markets abroad due 
to the war, total foreign income in- 
creased 24 per cent last year Over 1942, 
and reached the highest volume yet 
done by the company in foreign 
markets. 

The philosophy that guides the 


company’s management is summed 
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Corporate and Individual Shares of National Income 


The chart records a partial distribution of the national income which was estimated at 


$147,900,000,000 for 1943, $121.600,000.000 


for 1942 and $96 900,000,000 in 1941. The 


Department of Commerce estimates that approximately 71.1 per cent of the national income 
in 1943 was applied to “total compensation of employees.’ Corporate savings, per chart, 
includes reserves set aside in one form or another, a great part being represented by invest- 


ments in Government bonds. 


up by Mr. Cowdin, Chairman of the 
Board, as follows: 

“Universal Pictures is operated on 
the principle that making and dis- 
tributing motion pictures is the same 
as any other manufacturing business 
and must be governed by the same 
rules of sound business practice. That 
was my conviction and that of my 
associates When we first acquired the 
company, and the results have borne 
this out. 

Keeping Costs Down 

“Every phase of our operation is 
run on a budget basis and strict ad- 
herence to these budgets is enforced. 


Our objective is to make good _ pic- 


tures at a closely reasoned cost.” 

Looking ahead to the post-war pe 
riod, the company visualizes a con- 
tinued growing market for the Amer- 
ican film industry in the foreign field. 

“The movie industry has compara 
tively little in the way of a reconver 
sion problem.” Mr. Cowdin points 
out. “We at Universal expect to be in 
a sound position whenever the wat 
ends to resume tull peacetime opera 
tions without delay and to make our 
contribution to post-war employment. 
The recent operation by which we 
simplified our capital structure and 
refunded our bank loans has strength 


ened us for the tasks ahead.” 








Dividend Records 


(continued from page 1) 


years hence will reveal to investigators 
how modest in dimensions they were in 
1943 and 1944. On the obverse side it 
is to be said, too, that to nominate these 
particular companies is just as difficult 
now as it was to lay an accurate finger 
of prophecy on a Pennsylvania Railroad 
in the 1S50’s, or a Pullman Incorpo- 
rated, in the 1870's, or a Standard Oil 
Company in the 1880's, 

A block of “mixed” stocks with their 
recent prices, dividends and yields at 
these prices, together with the number 
of shares the issuing companies have 
outstanding is arranged on this page. 
Among them are very old concerns and 
relatively young ones; some with long 
records of persistent annual dividends, 
others which began to pay dividends 
long ago; 


not some with probable 


growth characteristics, others whose 


large stock issues must arouse study as 


great deal of their 


é 


to whether or not a 
asset and earnings expansion has not 


already occurred. 
A Theoretical Case 


For the purpose of pointing up the 
Various statistics to a practical goal, the 
product of an $8,371 theoretical pur- 
chase of the list is set forth. This cal- 
culation would entail 10-share purchases 
of each issue, on the average, and the 
cost makes no allowance for differen- 
tials of commissions which odd-lots en- 
tail; so the actual investment would be 
somewhat larger and the yield, conse- 
quently, would be a shade lower than 
4-9 per cent if such a list were actually 
to be purchased. 

On the whole, the individual yields 
are to be considered not too scanty in 
a “cheap money” period. These are war- 
time vields, when gross earnings are on 
the whole substantial but taxes partially 
offset this advantage in considering cor- 


porate net earnings. But are they low 
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Stock 
American Can 
American Air Lines 
Chesapeake & Ohio 
Commercial Solvents 
Consolidated Edison 
Diamond Match 
General Foods 
General Motors 
General Electric 
Great Northern Pfd. 
Grumman Arr. 
Howe Sound 
International Nickel 
Kennecott Copper 
Kresge, S. S. 
Liggett & Myers “B” 
Monsanto Chemical 
Pennsylvania R. R. 
Standard Oil of N. J. 
F. W. Woolworth 

Income, Investment and Yield 
On a Theoretical Sum 





Sampled "Mixed" Group of Common Stocks 
and Yields at Recent Prices 


No. Shares 
Listed 
2,473,998 
574,848 
7,657,358 
2,636,878 60 
11,476,527 
1,050,000 
5,590,774 
44,888,746 
28,845,930 
2,510,818 
508,060 
495,591 
14,584,025 
10,821,653 
317,001 
$59,856 
1,262,957 
13,167,754 
27,283,587 
9,750,000 


Cash Price 

Div. 1943 May 8 
$3.00 871, 

1.50 63 
3.50 44% 

15 fs 
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or high when compared with what may 


be hoped for when the early years of 


peace shall arrive, assuming that man- 
ufacturing and distribution of factory 
products will be reasonably active in 
those years? And the tax collector still 
busy? 

The course, be 


answers must, of 





Yields of 20 Years Ago 
Based on Prices of May, 1924, and 
Cash Dividends of That Year* 
Per 
Stock Cent 
American Can 
Chesapeake & Ohio 
General Electric 
General Motors 
Great Northern pfd. 
Kennecott Copper 
Kresge, S. S. 
Liggett & Myers “B” 
Pennsylvania Railroad 
F. W. Woolworth 
Average Yield 


Com W VII 


MONYMNUW ~ 


io ome) 
= 


6.9 
3.6 
4.7 
*Subsequent to 1924 several of the companies 
voted stock dividends or split-ups, events prob- 


ably anticipated to a degree in stock prices of 
May, 1924. 


hedged by conjecture. Still, an aid for 
estimating the peace-time outlook may 
be supplied by seeing where stock yields 
stood, say, six years after the end of 
World WarlI . . . going back 20 years, 
as the smaller table does in respect to 
yields on 10 of the stocks also contained 
in the larger list. Taxes were still much 
higher in 1924 than in 1916: they are 
certain to be much higher in the sixth 
year after World War II ends than in 
1940, Business is active now and busi- 
ness was active then, in 1924. 

The average yield of the 10 is seen 
to have been somewhat lower in 1924 
than the current return of the longer 
list. Some individual issues did not do 
as well by stockholders as they are pres- 
ently doing; and selectivity was as pro- 
nounced under peace conditions as it 
is today in time of war. 

Stocks named in text and tables of 
the foregoing article are merely for 
purposes of illustration. No suggestion 
for purchase or sale of particular se- 


curities is intended. 





Monthly Statistics 


NEW YORK STOCK EXCHANGE 


1944 1943 





MONTH END DATA 


APRIL MARCH FEBRUARY APRII 
Shaves Tistew 2. 2 kk et we Uw Uw ce OD 


1,494 1,492 1,492 1,469 


Share Issues Listed. 2 5 wk st ww Ut se) 6D 1,241 1,243 1,240 1,236 


Par Value of Bonds Listed . . . . » (QE $) 95,013 95,409 96.632 72.812 
Bond Issues Listed. ws lll CU [CRD 1,074 1,087 1,092 1,129 
Total Stock and/or Bond Issuers ; :.. Gey 1,192 1,194 1,195 1,196 
Market Value of Listed Shares . . . . . (Mil.S) 48.671 49,422 48,494 46,192 
Market Value of Listed Bonds . . . . . (Mil.S) 95,305 95,713 96.838 71.858 
Market Value of All Listed Securities . . . (Mil. S$) 143,976 
Flat Average Price—All Share Issues . . . (S$) 45.76 
Shares: Market Value —— Shares Listed . . . (S) 32.59 
Bonds: Market Value—— Par Value . . . . (S) 100.31 
Stock Price Index (12/31/24—100) . . . (%) 64.3 
Shares in Short Interest* . . « « hou) 1,091 


145,135 145,332 118,050 
46.40 4 
33.12 3 

100.32 100.21 98.69 
65.3 64.1 62.6 


. : . 1,028 961 882 
Member Borrowings. on U. S. Gov't Issues* . . (Mil. $) 228 260 309 


Member Borrowings on Other Collateral* . . (Mil. $) 468 487 502 

Per cent of Market Value of Listed Shares? . (°c) 0.96 0.99 1.04 
Member Borrowings—Total* . . . . . . . (Mil. S$) 696 747 811 
N. Y. S. E. Members’ Branch Offices . . . (No.) 786 783 
Total Non-Member Correspondent Offices . . (No.) 2,310 2,311 


DATA FOR FULL MONTH 


Reported Share Volume . . . . . . . (Thou) 13,847 27,643 17,101 
Daily Average (Incl. Saturdays) . . . . (Thou.) 577 1,024 
Daily Average (Excl. Saturdays) . . . . (Thou.) 653 1,107 
Ratio to Listed Shares . . . . . . . (%) 0.93 1.85 
Total Share Volume (Incl. Odd Lots)* . . . (Thou.) 18,440 34,868 A 
Money Value of Total Share Sales* . . . . (Thou.S) 471,141 831,489 4, 869,343 
Reported Bond Volume (Par Value) . . . (Thou.$) 191,157 
Daily Average (Incl. Saturdays) . . . . (Thou.S) 7,965 
Daily Average (Excl. Saturdays) . . . . (Thou.S) 8.936 
Ratio to Par Value of Listed Bonds . . . (%) 201 
Total Bond Volume (Par Value)* . . . . (Thou.S) 206,364 
Money Value of Total Bond Sales*. . . . . (Thou.S) 133,606 
N.Y.S.E. Memberships Transferred . . . . (No.) 
mvecsge Pree 2. ks lll Oe ee SD 


ey f- 43.75 


> 
1 31.45 





781 


2,321 


260,533 354, 372,722 
9,649 5,/ 14,909 
10,403 .764 16,264 
are J 512 
286.625 411,040 412,821 
169,339 2E5,4035 197,276 
3 6 2 5 
50,667 50,250 48,000 41,000 


* Items are as of ledgers which normally reflect transactions up to the close of the second full preceding business 


day. 
‘ Ratios of member borrowings on other collateral to market value of listed shares. 


This ratio figure is not compar- 
able to the ratios published prior to May 1943. To obtain ratios comparable to those previously published, the total 
member borrowings should be divided by the market value of all listed shares. 
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‘16,000,000,000 JUNE — JULY 


. . > ? 
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